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Honorable John Chiang
Controller, State of California
P.O. Box 942850
Sacramento, CA 94250-5872

Dear Mr. Chiang:

REPORT ON AGREED-UPON PROCEDURES AUDIT PURSUANT TO ABX1 26
OF THE FORMER REDEVELOPMENT AGENCY OF
THE CITY OF BURBANK

California Health and Safety Code (HSC) Section 34182 requires each county Auditor-
Controller (A-C) to conduct, or cause to be conducted, an agreed-upon procedures
(AUP) of each former redevelopment agency (RDA or Agency) in their respective
county by July 1, 2012. On June 27, 2012, State Assembly Bill 1484 (AB 1484)
extended the July 1 deadline to October 1, 2012. The audits are to establish each
RDA's assets and liabilities; to document and determine each agency'’s pass-through
payment obligations to other taxing entities; and to determine and document the amount
and terms of any indebtedness incurred by the former RDA.

We have completed the AUP engagement of the former RDA of the City of Burbank, the
results of which are attached. The procedures performed were agreed upon by the
California State Controller's Office, California Department of Finance (Finance), and Los
Angeles County (LAC) A-C. The initial Recognized Obligation Payment Schedule
(ROPS) was prepared by, and is the responsibility of, the RDA's Successor Agency'’s
management. Our responsibility was to apply the AUP.

Some of the AUP required legal determinations of whether the obligations were properly
authorized, complied with applicable laws and regulations, and were binding on the
Agency. We have utilized the Office of the County Counsel to provide the legal
determinations required by the AUP. The results of County Counsel's legal analysis are
presented in Attachment E.

Except for those obligations listed as “questionable” or “unenforceable”, the obligations
we reviewed are, to the best of our knowledge, allowable pursuant to the HSC prior to
the passage of AB 1484. Questionable obligations identified during this engagement

Help Conserve Paper — Print Double-Sided
“To Enrich Lives Through Effactive and Caring Service”



Honorable John Chiang
September 14, 2012
Page 2

are summarized in Exhibit 1. Supporting documentation related to terms and amounts

for each obligation reviewed during this engagement are available for review upon
request.

The AUP were completed by Simpson & Simpson, LLP, an independent Certified Public
Accounting (CPA) firm, and LAC A-C staff. The attached documents constitute our
report on the AUP and include a summary of the review of a sample of obligations from
the Agency's ROPS (Exhibit 1); the AUP (Attachment A); the results of procedures
performed by the independent CPA firm (Attachments B and C); and the results of
procedures performed by A-C staff (Attachment D). We have also attached an analysis
prepared by our County Counsel (Attachment E) for those ROPS items that required
additional review; and a copy of the Finance ROPS review and final approval letters
(Attachment F). In addition, at the completion of this AUP audit, the Agency provided a
response (Attachment G without attachments) to the final report. The Agency will be

sending the attachments to their response directly to your office via U.S. mail due to the
size of the documents.

This report is intended solely for the information and use of the LAC A-C, the Successor
Agency, the Successor Agency Oversight Board, and applicable State agencies, and is
not intended to be, and should not be used by anyone other than these specified
parties. This restriction is not intended to limit distribution of this report, which is a
matter of public record.

If you have any questions regarding these reports, please contact the RDA Audit
Manager at RDAaudits@auditor.lacounty.gov.

Very truly yours,

[k . Jlode

Wendy L. Watanabe
Auditor-Cofttroller

WLWJET:JLS:SJL

Attachments

¢: Ana J. Matosantos, Director, California Department of Finance
Successor Agency Oversight Board

Ruth Davidson-Guerra, Assistant Community Development Director, Successor
Agency of the Former RDA for the City of Burbank
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Review of a Sample of Obligations from the Recognized Obligation Payment
Schedule for the Successor Agency of the City of Burbank RDA

State Department of Finance — Approval Letter

The original Recognized Obligation Payment Schedule (ROPS) submitted by the
Successor Agency of the City of Burbank RDA totaled $337,865,839.21. The final
ROPS approved by the State Department of Finance (Finance) totaled
$337,865,839.21.

Questionable Obligations

The agreed-upon procedures performed by the independent CPA firm and the Auditor-
Controller (A-C) identified $23,803,685 in unenforceable obligations that were
subsequently removed from the final approved ROPS.

Unenforceable Obligations

The legal analysis performed by our County Counsel determined that the following
sample items were not enforceable obligations:

Project Name/ Debt P, Total Outstandin

: Obligation Description Debt or Obligatioﬁ
Promissory Note dated December
31, 1985 for City funds advanced
totaling $225,000 to the West
Olive project area pursuant to
1970 City and Agency Agreement.
The Promissory Note bears 7%
interest per year and is currently
being paid quarterly. There is no
repayment schedule for the
principal portion of this advance.
Repayment of the advance will be
made as the funds become
available in the future. Agency
West Olive Loan from City Resolutions No. R-1352
General Fund as an (December 1985), R-2092
Advance from the City and | (December 2003), and R-2246
Agency Agreement (No. 15) | and City Resolution No. 28301
dated September 29, 1970. | (March 2011) reaffirm this debt. $232,875

Sub total $232,875
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Unenforceable Obligations (cont'd)

Project Name/ Debt Total Outstanding
: Obligation Dsaription Debt or Obligation
Promissory Note dated December
31, 1985 (Resolution No. R-1351
dated December 23, 1985) in
which the City agreed to advance
funds to the City Centre project
area necessary for land acquisition
and related expenses pursuant to
City Centre Loan from City | 1970 City and Agency Agreement.
General Fund as an Agency Resolutions No. R-2092
Advance from the City and (December 2003) and R-2246 and
Agency Agreement (No. 15) | City Resolution No. 28,301 (March
dated September 29, 1970. | 2011) reaffirm this debt. 33,234,957
Total $33,467,832

In addition, the legal analysis performed by County Counsel identified $16,006,607 in
unenforceable obligations that were subsequently removed from the final approved

ROPS.

June 2012 Disbursement to Successor Agency

The total obligations approved for the six-month period from July 1 to December 31,
2012 by Finance is $17,032,700.00. Based on the available RDA funds, less pass-
through payments paid directly by the A-C and the administrative fees, the A-C remitted
$13,109,067.95 for the six-month period from July 1 to December 31, 2012 to the
Successor Agency, City of Burbank on June 1, 2012.
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Wendy L. Watanabe

Los Angeles County Auditor-Controller
500 West Temple Street, Suite 525

Los Angeles, California 90012

Independent Accountant’s Report on Applying Agreed-Upon Procedures

We have performed the agreed upon procedures enumerated in the Auditor-Controller's statement of
work, Attachment A, which were generally agreed to by the California State Controller’s Office,
Department of Finance, and the Los Angeles County Auditor-Controller, solely to assist you in ensuring
that the dissolved redevelopment agency is complying with its statutory requirements with respect to
ABXI1 26. Management of the successor agency, City of Burbank, California is responsible for the
accounting records pertaining to statutory compliance. This agreed-upon procedures engagement was
conducted in accordance with attestation standards established by the American Institute of Certified
Public Accountants. The sufficiency of these procedures is solely the responsibility of those parties
specified in the report. Consequently, we make no representation regarding the sufficiency of the
procedures described below either for the purpose for which this report has been requested or for any
other purpose.

The scope of this engagement was limited to performing the agreed-upon procedures at your direction as
set forth in Attachment A. Attachment B identifies the findings noted as a result of the procedures
performed.

The Enforceable Obligation Payment Schedule (EOPS) and Recognized Obligation Payment Schedule
(ROPS) in Attachment B-1 and Attachment B-2, respectively, are provided by the Auditor-Controller.
Attachment C is the Comparative Asset Balance Schedule.

We were not engaged to and did not conduct an audit, the objective of which would be the expression of
an opinion on the Comparative Assets Balance Schedule, the EOPS, the ROPS, or as to the
appropriateness of the results summarized in Attachment B. Accordingly, we do not express such an
opinion. Had we performed additional procedures, other matters might have come to our attention that
would have been reported to you.

This report is intended solely for the information and use of the County, the successor agency, City of
Burbank, California, and applicable State agencies, and is not intended to be, and should not be used by
anyone other than these specified parties. This restriction is not intended to limit distribution of this
report, which is a matter of public record.

o € phorqpone

Los Angeles, California
June 12, 2012

(CPA)

The CPA. Never Underestimate The Value™



ATTACHMENT A

County of Los Angeles
Agreed-Upon Procedures Engagement
Pursuant to the Redevelopment Agency
Dissolution Bill (ABx1 26) of 2011
Successor Agency
City of Burbank, California

AGREED-UPON PROCEDURES AND RESULTS

A. Redevelopment Agency Dissolution and Restrictions
For each former RDA reviewed, perform the following:

1. Based on the Enforceable Obligation Payment Schedule (EOPS) for the period August 1 through
December 31, 2011 provided by the Auditor-Controller (see Attachment B-1):

a. For each obligation highlighted in yellow with black font on the EOPS, identify the payee, a
description of the nature of the work/service agreed to, and the amount of payment(s) made by
month through December 31, 2011, and compare it to the legal document that forms the basis for
the obligation. Note any discrepancies. Any obligations for which the successor agency cannot
produce a supporting legal document, or for which the supporting legal document does not
support the obligation, should be noted as “questionable” in the AUP report.

For each obligation highlighted in yellow with red font on the EOPS, obtain documentation and
forward them to the Auditor-Controller for County Council review. Also, compare the dollar
amount of the obligation to the documentation obtained. Note any discrepancies. Any obligations,
for which the successor agency cannot produce documentation, should be noted as “questionable”
in the AUP report.
Resuit
No exceptions were found as a result of applying the procedure.

b. Identify all obligations listed on the EOPS that were entered into after June 29, 2011.
Result

No exceptions were found as a result of applying the procedure.

2. Based on the EOPS for the period January 1 through June 30, 2012 provided by the Auditor-
Controller (see Attachment B-1):

a. Identify and document the project name and project area associated with each obligation.
Result

No exceptions were found as a result of applying the procedure.



ATTACHMENT A

County of Los Angeles
Agreed-Upon Procedures Engagement
Pursuant to the Redevelopment Agency
Dissolution Bill (ABx1 26) of 2011
Successor Agency
City of Burbank, California

AGREED-UPON PROCEDURES AND RESULTS

. Redevelopment Agency Dissolution and Restrictions (Continued)

Based on the EOPS for the period January 1 through June 30, 2012 provided by the Auditor-
Controller (see Attachment B-1) (Continued):

b.

For each obligation highlighted in yellow with black font on the EOPS, identify the payee, a
description of the nature of the work/service agreed to, and the amount of payment(s) to be made
by month through June 30, 2012, and compare it to the legal document that forms the basis for the
obligation. Note any discrepancies. Any obligations for which the successor agency cannot
produce a supporting legal document, or for which the supporting legal document does not
support the obligation, should be noted as “questionable” in the AUP report.

For each obligation highlighted in yellow with red font on the EOPS, obtain documentation and
forward them to the Auditor-Controller for County Council review. Also, compare the dollar
amount of the obligation to the documentation obtained. Note any discrepancies. Any obligations,
for which the successor agency cannot produce documentation, should be noted as “questionable”
in the AUP report.

Result

Except for discrepancies described in Finding Nos. 1 and 2 in attachment B, no exceptions were
found as a result of applying the procedure.

Identify all obligations listed on EOPS that were entered into after June 29, 2011.
Result

We performed the procedure and the result is presented in Finding No. 3 in Attachment B.

With regard to the Low and Moderate Income Housing Fund (L&M Fund) of the former
redevelopment agency:

a.

Inquire and document whether the former redevelopment agency transferred the L&M Fund to
the successor agency.

Result

The successor agency, City of Burbank, has represented to us that the L&M Fund was not
transferred to the successor agency, but to the Housing Authority of the City of Burbank which
became the Housing Successor for the L&M Fund of the former RDA. The successor agency also
indicated that no funds from the L&M unappropriated fund balance have been spent since June
2011.



ATTACHMENT A

County of Los Angeles
Agreed-Upon Procedures Engagement
Pursuant to the Redevelopment Agency

Dissolution Bill (ABx1 26) of 2011
Successor Agency
City of Burbank, California

AGREED-UPON PROCEDURES AND RESULTS

. Redevelopment Agency Dissolution and Restrictions (Continued)

With regard to the Low and Moderate Income Housing Fund (L&M Fund) of the former
redevelopment agency (Continued):

b.

If the L&M Fund was transferred, document the date of transfer and summarize the manner in
which the transfer was performed. (e.g., the accounting fund, X, and bank account, Y, were
retitled in the name of the successor agency).

Result

The L&M Fund was not transferred to the successor agency; therefore, the procedure was not
performed.

Document the total value of the L&M Fund transferred to the redevelopment agency’s successor
agency and the date of transfer.

Result

The L&M Fund was not transferred to the successor agency; therefore, the procedure was not
performed.

With regard to the housing activities and assets of the former redevelopment agency:

a.

Inquire and document whether the housing activities and/or assets were transferred to the
SUCCessor agency.

Result

The successor agency, City of Burbank, has represented to us that the housing activities and
assets were not transferred to the successor agency, but to the Housing Authority of the City of
Burbank who became the Housing Successor for the Housing activities and assets of the former
RDA.



ATTACHMENT A

County of Los Angeles
Agreed-Upon Procedures Engagement
Pursuant to the Redevelopment Agency
Dissolution Bill (ABx1 26) of 2011
Successor Agency
City of Burbank, California

AGREED-UPON PROCEDURES AND RESULTS

A. Redevelopment Agency Dissolution and Restrictions (Continued)
4. With regard to the housing activities and assets of the former redevelopment agency (continued):

b. If housing activities were transferred, obtain the underlying documentation authorizing the
transfer (e.g. resolution of the city or county assuming the housing activity from the
redevelopment agency).

Result
The successor agency has represented to us that the housing assets and activities were transferred

to the Housing Authority as the Successor Housing Agency via Resolution No. 28-484, and not
transferred to the successor agency; therefore, the procedure was not performed.

¢. If the transfer included assets, obtain a list of the assets and their reported value from the
successor agency.

Result
The successor agency has represented to us that the housing assets and activities were transferred

to the Housing Authority as the Successor Housing Agency via Resolution No. 28-484, and not
transferred to the successor agency; therefore, the procedure was not performed.

B. Successor Agency
2. With regard to the administrative responsibilities and assets of the former redevelopment agency:

a. Inquire and document whether the former redevelopment agency transferred its administrative
responsibilities to the successor agency (e.g., documents and records, etc), and the date of the
transfer.

Result
The successor agency, City of Burbank, has represented to us that the administrative

responsibilities of the former redevelopment agency were transferred to the successor agency.
The City provided us with Resolution No. 28483 which was adopted on January 31, 2012.



ATTACHMENT A

County of Los Angeles
Agreed-Upon Procedures Engagement
Pursuant to the Redevelopment Agency
Dissolution Bill (ABx1 26) of 2011
Successor Agency
City of Burbank, California

AGREED-UPON PROCEDURES AND RESULTS

B. Successor Agency (Continued)

2. With regard to the administrative responsibilities and assets of the former redevelopment agency
(Continued):

b. Inquire whether the former redevelopment agency transferred assets other than real property to
the successor agency.

Result

The successor agency, City of Burbank, has represented to us that the former redevelopment
agency of the City of Burbank transferred assets other than real property to the successor agency.

c. If assets other than real property were transferred, document the transfer date, and summarize the
manner in which the transfer(s) were performed (e.g., accounting fund, X, and bank account, Y,
were renamed in the name of the successor agency), and the total value of the assets transferred.

Result

The successor agency, City of Burbank, represented to us that the transfer occurred by means of
assigning the former RDA Funds to the Successor Agency as of January 31, 2012 when the City
of Burbank adopted the Resolution to designate the Successor Agency. A new Local Agency
Investment Fund (LAIF) bank account was established under the name of the Successor Agency.
Fund numbers and titles of the former RDA remained the same, no journal or general ledger
entries were recorded. The successor agency has provided us with trial balances of the former
RDA assets as of January 31, 2012.

Date Assets Balance
2/1/2012 | Cash and investments $ 11,197.437
2/1/2012 | Account receivable 52,053
2/1/2012 | Interest receivable 285,922
2/1/2012 | Restricted investments 22,159,036
2/1/2012 | Advances receivable 2,007,137
2/1/2012 | Notes receivable, net 10,964

Total assets other than real property transferred to
the successor agency of the RDA $ 35712,549




ATTACHMENT A

County of Los Angeles
Agreed-Upon Procedures Engagement
Pursuant to the Redevelopment Agency
Dissolution Bill (ABx1 26) of 2011
Successor Agency
City of Burbank, California

AGREED-UPON PROCEDURES AND RESULTS

B. Successor Agency (Continued)

2. With regard to the administrative responsibilities and assets of the former redevelopment agency
(Continued):

d. Inquire if real property was transferred from the former redevelopment agency to the successor
agency.

Result

The successor agency, City of Burbank, represented to us that the former redevelopment agency of
the City of Burbank did not transfer real property to the successor agency.

e. If real property was transferred, examine and document evidence of the transfer(s), such as re-
recorded titles filed at the Registrar-Recorder/County Clerk.

Result

Real property was not transferred to the successor agency; therefore, the procedure was not
performed.

3. Determine if the successor agency has established the Redevelopment Obligation Retirement Fund(s)
in its accounting system.

Result

The successor agency, City of Burbank, established the Redevelopment Obligation Retirement Fund in
its accounting system by creating new Fund No. 208 titled “RDA Retirement Obligation”.

4. Obtain audited financial statements of the redevelopment agency for the fiscal years ended June 30,
2010 and June 30, 2011. Prepare a schedule listing the name and balance of each asset shown in the
government-wide financial statements for each of the two years, as of June 30th (or fiscal year end, if
different). Obtain unaudited asset balances as of January 31, 2012 from the successor agency which
are comparable to the 2010 and 2011 amounts and include those on the schedule (marked as
“unaudited”). If the successor agency is unable to provide comparable balances, indicate the reason
and leave the 2012 column blank. Include the comparative asset listing as an attachment to the AUP

report.
Result

We performed the procedure and the result is presented in the Comparative Asset Balance Schedule in
Attachment C.



ATTACHMENT A

County of Los Angeles
Agreed-Upon Procedures Engagement
Pursuant to the Redevelopment Agency
Dissolution Bill (ABx1 26) of 2011
Successor Agency
City of Burbank, California

AGREED-UPON PROCEDURES AND RESULTS

C. Draft Recognized Obligation Payment Schedule (ROPS)

5. Obtain a list of all payments from the successor agency’s general ledger for the period February 1
through May 12, 2012. Trace and agree all payments made by the successor agency to a corresponding
obligation on the draft ROPS provided by the Auditor-Controller (Attachment B-2). Note any
discrepancies.

Result

Except for the discrepancies described in Finding Nos. 4 and 5 in attachment B, no exceptions were
found as a result of applying the procedure.

6. Compare each obligation highlighted in yellow with black font on the ROPS provided by the Auditor-
Controller (Attachment B-2) to the legal document that forms the basis for the obligation (e.g. contract,
bond indenture, etc.) Note any discrepancies. Any obligations for which the successor agency cannot
produce a supporting legal document, or for which the supporting legal document does not support the
obligation, should be noted as “questionable” in the AUP report.

For each obligation highlighted in yellow with red font on the ROPS provided by the Auditor-
Controller (Attachment B-2), obtain documentation and forward them to the Auditor-Controller for
County Council review. Also, compare the dollar amount of the obligation to the documentation
obtained. Note any discrepancies. Any obligations, for which the successor agency cannot produce
documentation, should be noted as “questionable” in the AUP report.

Result

Except for the discrepancies described in Finding No. 1 and No. 6 in Attachment B, no exceptions
were found as a result of applying the procedure.
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ATTACHMENT B

County of Los Angeles
Agreed-Upon Procedures Engagement
Pursuant to the Redevelopment Agency
Dissolution Bill (ABx1 26) of 2011
Successor Agency
City of Burbank, California

SCHEDULE OF FINDINGS

Finding No. 1 — Insufficient Documentation

In performing procedure A.2.b and C.6, the following obligations are noted as questionable.

The successor agency, City of Burbank did not provide us sufficient documentation supporting the
obligations reported on the EOPS and ROPS. The successor agency has represented to us that each of the
exceptions noted were subsequently removed from its amended EOPS submitted to the Auditor-
Controller (highlighted in yellow with black font).

EOPS 2 & Obligation
No. Project Name / Debt Obligation Payee At
17 | S SRee Losafrom City Qenersl. | oo eneril Puid $ 1,902,460.00 | <a>
14 | Low and Moderate Housing Insurance | 11 General Liability $ 1652900 | <b>
Insurance Fund
15 | Low and Moderate Housing Utilities City Water & Power Funds $ 10,000.00 | <b>
Low and Moderate Housing Services of | ..
16 Other Depertments — Indircct City General Fund $  533,187.00 | <b>
Golden State 5% YES fund :
40 Contribution City YES Fund $  892,527.00 | <c>
41 City Centre 5% YES fund Contribution | City YES Fund $  440,070.00 | <c>
South San Fernando 5% YES fund :
42 Contributios City YES Fund $ 36,901.00 | <c>
43 West Olive 5% YES fund Contribution | City YES Fund §  344,393.00 | <c>
City Centre Loan from West Olive West Olive Capital Project
44 Project Area Fund $ 1,529,617.00 | <d>
West Olive Loan from Golden State ; ;
45 Project Atea Merged Capital Project Fund $§  750,000.00 | <d>
46 | Gty CentreLlodn from GoldenState | oot cusital Project Purid’ | § 15412:346.00 | <>
Project Area
City Centre Loan from Golden State : ;
47 Project Area Merged Capital Project Fund $ 1,338,000.00 | <d>
South San Fernando Loan from Golden ; )
48 i Merged Capital Project Fund $  282,251.00 | <d>
South San Fernando Loan from Golden . .
49 Stats Project Area Merged Capital Project Fund $ 157,517.00 | <d>
South San Fernando Loan from Golden . ;
50 State Project Area Merged Capital Project Fund $ 171,940.00 | <d>
Commercial Property
76 Detabase CoStar Group 3 19,967.14 | <e>
93 Design Services Picnic Design 3 5,810.00 | <f>
99 Real Estate Services DataQuick 3 978.78 | <g>




ATTACHMENT B

County of Los Angeles
Agreed-Upon Procedures Engagement
Pursuant to the Redevelopment Agency

Dissolution Bill (ABx1 26) of 2011
Successor Agency
City of Burbank, California

SCHEDULE OF FINDINGS
Finding No. 1 - Insufficient Documentation (Continued)
ROPS j i v Obligation
o Project Name / Debt Obligation Payee X st
22 | 57 East Palm Linw tid Biodremtaloenaic $  525,669.13 | <h>
Housing Fund
<a>  The successor agency has reiarescnted to us that this loan has been paid in full, therefore, removed

<b>

<c>

<d>

<e>

<f>

from the final, Oversight Board approved and Department of Finance approved ROPS.

The successor agency has represented to us that these items are covered under the 1970
Agreement between the City and former Redevelopment Agency (provided the Agreement and
subsequent Amendments), as included on the final, Oversight Board approved and Department of
Finance approved ROPS.

The successor agency has represented to us that these items were subsequently removed from the
final, Oversight Board approved and Department of Finance approved ROPS as this contractual
obligation ended with the end of the Redevelopment Agency. A copy of the YES Fund
Resolution was provided as documentation to support this obligation as included on the EOPS.

The successor agency has represented to us that these loans between project areas were removed
from the final, Oversight Board approved and Department of Finance approved ROPS at the
request of the Department of Finance.

The successor agency subsequently provided us with a copy of the contract and a purchase order
to support the obligation. The obligation amount was not specifically listed in the contract.
However, the successor agency has represented to us that the obligation was based on the amount
approved in the purchase order. Also, the obligation was subsequently removed from the final,
Oversight Board approved and Department of Finance approved ROPS as the item is now funded
by the General Fund under Economic Development.

Based on the contract provided, the obligation amount should be $20,000; however, $5,810 was
reported on the draft EOPS as that was the estimated obligation amount to be paid at the time the
schedule was completed. The successor agency has represented to us that the item was
subsequently removed from the final, Oversight Board approved and Department of Finance
approved ROPS as outstanding invoices were paid by a General Fund appropriation.

10



ATTACHMENT B

County of Los Angeles
Agreed-Upon Procedures Engagement
Pursuant to the Redevelopment Agency
Dissolution Bill (ABx1 26) of 2011
Successor Agency
City of Burbank, California

SCHEDULE OF FINDINGS

Finding No. 1 — Insufficient Documentation (Continued)

<g>  The successor agency provided us with a copy of the contract; however, the support was not
sufficient to support the obligation as the amount was not specifically listed in the contract. The
successor agency has represented to us that the item was subsequently removed from the final,
Oversight Board approved and Department of Finance approved ROPs as the item is now funded
by the General fund under Economic Development.

<h>  The successor agency has represented to us that this obligation was included on the EOPS,
Amended and Restated EOPS and Draft ROPs as there is an obligation to reimburse the Low and
Moderate Income Housing Fund for the funds used ($525,669.13) to acquire this
property. Subsequent to the Draft ROPS, however, the property (acquired with Low and
Moderate Income Housing funds) was transferred to the Housing Authority as a Housing Asset;
and removed from the final, Oversight Board approved and Department of Finance approved
ROPs.

Finding No. 2 — Obligation Amount Did Not Agree with Supporting Documentation

In performing procedure A.2.b, the following obligations are noted as questionable.

We noted that the obligation amount did not agree with the supporting documentation for the following
obligation on the EOPS (highlighted in yellow with black font).

EOPS Project Name / Debt Obligation Amount Per

No. Obligation Amount Support Variance

Payee

E-72 | PSA: Keeler Elliott KSD Group Inc. $ 11588036 | $§ 114,796.76 | $ 1,803.60

The successor agency has represented to us that the total amount paid under contract
authority. Contracted work is complete.

11




ATTACHMENT B

County of Los Angeles
Agreed-Upon Procedures Engagement
Pursuant to the Redevelopment Agency
Dissolution Bill (ABx1 26) of 2011
Successor Agency
City of Burbank, California

SCHEDULE OF FINDINGS

Finding No.3 — Obligation Entered into After June 29, 2011

In performing procedure A.2, we noted that the following obligation was entered into after June 29, 2011.

EOPS Project Name / Debt Pt Obligation
No. Obligation ¥ Amount
Burbank International Film Burbank International Fiim
89 | Festival Festival B 500000

The successor agency has represented to us that the former Agency had a historical relationship with the
Burbank International Film Festival organization including the sponsorship of the film festival in the fall
of 2010. After the end of that successful event, the former Agency made a verbal commitment for the
sponsorship of the film festival to be held in the fall of 2011. That verbal contract was made prior to June
29, 2011. In January 2011, marketing materials, promotions and the overall marketing campaign began
for the fall 2011 film festival, and during the next several months, staff continued to work with the film
festival organization on the marketing and promotion of the fall 2011 event. The invoice for the
sponsorship of the event, for the marketing campaign that began in January 2011, was received and
payment was made after June 29, 2011. However, no obligations were entered into after June 29, 2011.

Finding No.4 — Discrepancies between the Payments and Obligation Amounts on the Draft ROPS

In performing procedure C.5, we noted the following discrepancies between the payments made by the
successor agency, City of Burbank for the period February 1, 2012 through May 12, 2012 and the
obligation amounts on the ROPS provided by the Auditor.

Actusl Paymont Per Draft ROPS
Total Due

Dumg Fiscal
Fayee Year Feb Mar Apr

Payce Description
Burbank Housing Corporation
Burbank Housing Corporation 234N, Catakna 51,
Burbank Housmg Corporation
Burbank Housing Corporation

5
if?

3 | Burbank Housing [
.swm 4 |Compomstion | 285,366.37 - 180,200.92 40,000.00 40,000.00 26,133.45

¥ 2 . .
| Bubank Housing I | 1 | |
Burbank Hous! OTation BHC Developer Fee | 33172012 § 26| Comporation L195,353.50 )  285,630.00 | Jpiem ‘B0,080.00 -
Burbank Housin) At Rexit Subsidy 2292012] § 180000
Burbank Housing Corporation Reserve AL002] 5 enon| .

; | laurha-k}hnuhs I
§ 240000 | 27 |Comomation 126889.00| 180000 20000 00,00 20000 €000
K 1gn Associmtes 400301 TRSY
e1 Marsion Associstes ma:fﬂ:“w 4o 046,88
Keyser Marsion Associstes Financis] G 4302012 17.50
Keyser Marston Associsies 4 12| 421E8 | .
§ 957189 [ 28 | KoyserManston Associsies | 45,000.00] [ Ti25000] 11,5000  1125000] 11250.00)
Stradlng Yocea Carlson |Legal Costs [ a5 #8150
Stradling Yocca Cadson |Legal Costs | smwaoals 15608 .
StradBng Yoces Carson
5 6758 | h7] |mn. | mui | ls,iaasal :3,:45_54| |3,ma| n.m.a
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ATTACHMENT B

County of Los Angeles
Agreed-Upon Procedures Engagement
Pursuant to the Redevelopment Agency

Dissolution Bill (ABx1 26) of 2011
Successor Agency
City of Burbank, California

SCHEDULE OF FINDINGS

Finding No.4 — Discrepancies between the Payments and Obligation Amounts on the Draft ROPS

(Continued)

Actual at Per Draft ROPS
Total Due
Payment | | ROPS During Fiscal
Payee Description Post Date]  Amouut HNo. Payes Year Feb Mar _Apr May Jun
Cayo. nd 303 Payrol 43020120 § 782655
City Treasurer/PKG-
Cay of Burbank J Salcido 43020121 § 4925
City of Burbank Fund 305 Payroll A02012] § 151,508 85
Chy of Burbank Fund 306 Payroll § 31561414 |
| City of Burbank ATET Mobility I 5949
Gty of Burbank |ATET Mability | 47307208 5943
City of Bubank AT&T Mobility AU2012] § 59,43
City of Burbank City TrasuresMTG
{Supplics-Maris 5A
i:wﬁnmcl' A32012 § 1500
City of Burbank Federal
Express/Express
Letter and Package
Detivery V%2012 § 6592
City of Burbank City TreasurerPKG-
i B Won, A02012) § 21.39
City of Burbank City TreasurerPKG-
E Won, A0 § 4\0&
City of Burbank Fund 306 (Merged
Capital Projects)
Payroll 4302012 5 3341549 i
5 51509901 [ 15 [City of Burbank [ LAB71148] 29874238 | 29674238 | 208,14238 | 295,74238 | 298.74238
2128020, 1213.00
22920 11,523.00
2I9/20; 17,240.00
New Catolina | 2/29/2012] § 44136123
Development: 2223- 2626216 |
2233 N. Catpling ABIMM| 5 13414856
4702012 1,844.91
w02012l's 346206 |
ADQ012| S 19,701.84

Burbank Housing
-5 987,923.6) 23 |Com 586.75 17,200.00 | 44136123 | 50000000 |  500,000.00 |  500,000.00

The successor agency has represented to us that the Draft ROPs included estimated payment amounts as
footnoted on the document. Therefore, the payments nofed were staff’s best estimate at the time the
schedule was prepared in January and February 2012, and do not match the actual payments made as
tested. However, all payments made were reviewed and verified to be legitimate expenses under each
contract and all were within the maximum obligation amounts.
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ATTACHMENT B

County of Los Angeles
Agreed-Upon Procedures Engagement
Pursuant to the Redevelopment Agency
Dissolution Bill (ABx1 26) of 2011
Successor Agency
City of Burbank, California

SCHEDULE OF FINDINGS

Finding No.5 — Payments Made Not Listed on the Draft ROPS

In performing procedure C.5, we noted that the following payment was not included in the draft ROPS.

sl Payment
Payee Description Post Date Amount
Print Printing Connect with your Community  2/29/2012  § 5,409.00

The successor agency has represented to us that the payment of this invoice was a timing issue. This
contract was on the Amended EOPS, but not on the Draft ROPS as the invoice was received and was in
process to be paid in January 2012. However, the final, Oversight Board approved and Department of
Finance approved ROPS includes the item and payment. The service agreement was entered before June
29, 2011 and the obligation was included in the final and Oversight Board approved ROPS.

Finding No. 6 —Obligation Amount Did Not Agree with Supporting Documentation

In performing procedures C.6, the following obligations are noted as questionable.

We noted that the obligation amount did not agree with the supporting documentation for the following
obligations on the ROPS. The successor agency, City of Burbank, has represented to us that all of the
following were subsequently corrected on the amended ROPS (highlighted in yellow with black font).

ROPS Project Name / Payee Obligation Amount Per Vaikiice
No. Debt Obligation Amount Support
Construction KSD Group
23.1 | Management: 2223- | Inc. $ 112,072.10 | $ 117,975.84 (5,903.74) | <a>
2235 N. Catalina
2234 N. Catalina St. | Burbank
24 Housing $  286,336.37 | $ 453,865.22 (167,528.85) | <a>
Corporation
Keeler/Elliott Burbank
Development Housing
25 Corporation $ 174938.12 | § 859,679.27 (684,741.15) | <a>
and Habitat for
Humanity
Rent Subsidy Burbank
Reserve housing
27 | (Transitional Corporation $ 326,889.00 | § 325,308.00 1,581.00 | <b>
Housing Rent
subsidy)
Legal Costs Stradling Yocca | § 52,582.14 | § 481.50
32 Carkich Rauth 52,100.64 | <c>
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ATTACHMENT B

County of Los Angeles
Agreed-Upon Procedures Engagement
Pursuant to the Redevelopment Agency
Dissolution Bill (ABx1 26) of 2011
Successor Agency
City of Burbank, California

SCHEDULE OF FINDINGS

Finding No. 6 —Obligation Amount Did Not Agree with Supporting Documentation (Continued)

<a>

<c=

The successor agency has represented to us that the Obligation Amount was corrected in the final,
Oversight Board approved and Department of Finance approved ROPs. The obligation amount in
the first column was the amount as of February 2012, The amount in the support documentation
and payment history includes the outstanding obligation as of January 2012; therefore, there is a
higher obligation amount —~ except for the Legal Costs item.

The successor agency has represented to us that the total amount paid/to be paid within contract
authority. Final obligation amount has been refined and included on the final, Oversight Board
approved and Department of Finance approved ROPs.

The successor agency has represented that the Legal Costs contract is for a total of $52,582.14 as

noted in the first column. However, only one payment in the amount of $481.50 was required
under this contract for the period of January to June 2012.
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Attachment C

ATTACHMENT C
County of Los Angeles
Agreed-Upon Procedures Engagement
Pursuant to the Redevelopment Agency
Dissolution Bill (ABx1 26) of 2011
Successor Agency
City of Burbank, California
Comparative Asset Balance Schedule (Unaudited)
As of Asof * As of*
January 31, 2012 June 30, 2011 June 30, 2010

ASSETS
Cash and investments $ 51,042,182 $ 48,789,000 $ 72,763,000
Restricted non-pooled cash and cash equivalents - 25,197,000 -
Restricted investments 22,159,036 22,375,000 17,508,000
Accounts receivable 83,781 186,000 59,000
Interest receivable 420,623 270,000 451,000
Taxes receivable - 1,747,000 2,094,000
Notes receivable 37,767,779 37,801,000 40,397,000
Advances receivable 2,007,137 2,007,000 680,000
Other assets - 28,000 1,000
Land held for resale, net 525,669 526,000 526,000
Capital Assets - 51,948,000 51,948,000

TOTAL ASSETS $ 114,006,207 $ 190,874,000 s 186,427,000

*Qbtained from audited financial statements of the redevelopment agency for the fiscal years ended June 30, 2010 and

June 30, 2011.



Los Angeles County, Auditor-Controller Attachment D
Agreed-Upon Procedures Report

Successor Agency - Burbank

The results of those procedures performed by the Auditor-Controller (A-C) are as
follows:

Procedure B.1.a

Inspect evidence that the successor agency was established by February 1, 2012.
Results
No exceptions were noted as a result of performing this procedure.

Procedure B.1.b

Inspect evidence that the oversight board members were appointed and their names
were submitted to the Department of Finance (Finance) by May 1, 2012.

Results

The appointed oversight board member names were submitted to Finance on May 16,
2012.

Procedure C.1

We obtained a copy of the draft Recognized Obligation Payment Schedule (ROPS) from
the successor agency.

Results

No exceptions were noted as a result of performing this procedure.

Procedure C.2

Inspect evidence that the initial draft ROPS was prepared by March 1, 2012 by the
SuCcessor agency.

Results

Initial draft ROPS was prepared on March 12, 2012 by the successor agency.

AUDITOR-CONTROLLER
COUNTY OF LOS ANGELES




Auditor-Controller Agreed-Upon Procedures Report Page 2

Procedure C.3

Determine if the certified draft ROPS was approved by the oversight board. If the
certified draft ROPS was not approved by the date of this report, we noted it as a
finding.

Results

No exceptions were noted as a result of performing this procedure.

Procedure C.4

Determine if the draft ROPS was submitted to the County Auditor-Controller, State
Controller, and Finance.

Results
No exceptions were noted as a result of performing this procedure.

Procedure E.1

Obtain a copy of pass-through payment agreements from the successor agency.
Results

No exceptions were noted as a result of performing this procedure. The successor
agency has provided the A-C with copies of all pass-through agreements.

Procedure E.2

We obtained a list of pass-through obligations from the successor agency as of January
31, 2012, including the recipient and terms of each pass-through obligation.

Results

The City of Burbank Successor Agency did provide the A-C a list of pass-through
obligations, and indicated that they did not make any pass-through payments for the
period July 1, 2011 to January 31, 2012.

Procedure E.3

Obtain a list of pass-through payments made between July 1, 2011 and January 31,
2012 and verified payments.

AUDITOR-CONTROLLER
COUNTY OF LOS ANGELES




Auditor-Controller Agreed-Upon Procedures Report Page 3

Results

As indicated, the City of Burbank Successor Agency did not make any pass-through
payments for the period July 1, 2011 to January 31, 2012. However, the A-C distributed
the County Entities’ and Schools share of contractual and statutory pass-through
payments for the period from November 1, 2011 to January 31, 2012 as follows:

Pass-through Taxing Pass-through Amount
Entity Paid
County Entities $2,041,820.89
City 0
Special Districts 0
Schools 0
TOTAL $2,041,820.89

AUDITOR-CONTROLLER
COUNTY OF LOS ANGELES




Attachment E

COUNTY OF LOS ANGELES
OFFICE OF THE COUNTY COUNSEL

648 KENNETH HAHN HALL OF ADMINISTRATION
500 WEST TEMPLE STREET

LOS ANGELES, CALIFORNIA 90012-2713 TELEPHONE
. : (213) 974-1921
JOHN F. KRATTLI - : FACSIMILE
+ County Counsel September 11, 2012 @13)617-1182
' : DD
(213) 633-0901
TO: WENDY WATANABE
Auditor-Controller
FROM: JUDY W. WHITEHURS’@j
. Assistant County Counsel

Government Services Division’

RE: Legal Analysis of Burbank ROPS Items

Pursuant to your request, our office conducted a legal analysis to
supplement the agreed-upon procedures audit conducted pursuant to Health &
Safety Code section 34182(a). Specifically, you requested that we review the ten
agreements described in the “Findings” section below to determine whether each
is an “enforceable obligation” pursuant to ABx1 26 (Chapter 5, Statutes 2011)
and AB 1484 (Chapter 26, Statutes 2012). We have consulted with outside
counsel, reviewed documents provided by the successor agency to the former
Burbank Redevelopment Agency (“Agency”), and reviewed correspondence from
the Department of Finance (“DOF”) in its review of the Recognized Obligation
Payment Schedule (“ROPS™)," and have come to the conclusions discussed
below. ,

FKindings

1. The Services Agreement between the City of Burbank (“City™)
and the Agency establlshmg cettain City-Agency relationships is not an
enforceable obligation.

2, Item No. 15, the agreement between the City and the Agency
for the West Olive Redevelopment Project, is not an enforceable obligation.

! The Department of Finance did not challenge or address any of the agreements
identified for our review in its May 30, 2012 ROPS determination letter to the City of Burbank.

2 This item did not appear on the final ROPS submitted to DOF for approval,

HOA915711.2
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_ 3. The Cooperation and Reimbursement Agreement between the
City and the Agency for the South San Fernando Redevelopment Projects is not
an enforceable obligation.?

4, The Sales Tax Cooperation Agreement between the City and
the Agency is not an enforceable obligation.®

5. Item No. 16, an agreement between the City and the Agency for
the City Centre Redevelopment Project, is not an enforceable obligation.

6. Item Nos. 17 and 18, agreements between the Agency and
Haagen-Burbank Partners (“Haagen”) for the City Centre Redevelopment Project,
appear to be enforceable obligations.

7. Item Nos. 19 and 20, Affordable Housing Agreements between
the Agency and the Burbank Housing Corporation for property located on
Catalina Street, appear to be enforceable obligations.

8. Item No. 22 is an agreement between the Agency and Burbank
Housing Corporation for Developer Fees for the purchase, rehabilitation, and
management of low and moderate-income housing units. This is an enforceable
obligation, however, further documentation is needed in order to confirm the total
debt amount.

ﬁacl_cgrogg

The Agency was created in 1970 by the City with the passage of
City Ordinance No. 2223. ABx1 26 provides for the dissolution and winding x
down process of all Redevelopment Agencies (generically referred to as “RDASs”)
in the State of California. See, e.g., sections 34170-34191. As part of the wind
down process, ABx1 26 sets forth which RDA contracts remain enforceable and
subject to payment by the RDA successor agencies. Section 34171, Generally,
an “enforceable obligation” of an RDA means any of the following: bonds, loans
of moneys, federally required payments, judgments/settlements, any legally
binding contract, contracts for the continued administration of the RDA, and
payments owing to the Low and Moderate Income Housing Fund of a
redevelopment agency. See section 34171(d)(1)(A)-(G).

3 This item did not appear on the final ROPS submitted to DOF for approval.
* This item did not appear on the final ROPS submitted to DOF for approval.

HOA.915711.2
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However, section 34171(d)(2) specifically excludes as enforceable
obligations “any agreements, contracts, or arrangements between the city,
county or city and county that created the redevelopment agency and the former
redevelopment agency. . .” Section 34171(d)(2). See California Redevelopment
Association v. Matosantos, at p. 26 n. 12 (recognizing the Legislature’s likely
understanding that such agreements were not the product of arm’s-length
transactions given the conjoined nature of RDAs and their creator entities). Two
exceptions to the general rule excluding agreements or contracts between an RDA
and its creating entity are: 1) written agreements entered into.at the time of the
issuance of indebtedness obligations and solely for the purpose of securing or
repaying those indebtedness obligations, and 2) loan agreements entered into
between an RDA and city or county that created it, within two years of the date of
the creation of the RDA. Section 34171(d)(2). Section 34171(e) defines
“indebtedness obligations” to mean:

bonds, notes, certificates of participation, or other evidence of
indebtedness, issued or delivered by the redevelopment agency,
or by a joint exercise of powers authority created by the
redevelopment agency, to third-party investors or bondholders to
Jfinance or refinance redevelopment projects undertaken by the
redevelopment agency in compliance with the Community
Redevelopment Law (Part 1 (commencing with Section 33000)).

Section 34171(e) (italics added).

Analysis
A. Services eement Between City of Burbank and
the Agency

In 1970, the Agency and the City entered into an Agreement
Establishing Certain City-Agency Relationships (1970 Agreement”).” The
1970 Agreement set forth the operating guidelines for the newly formed Agency
including, but not limited to, how various City officials would make up the
membership and officers of the Agency (1970 Agreement sections 101-105),
where the main Agency office would be located (section 300), and what
support role the City would play in the provision of “services” to the Agency
(section 201). Importantly, the 1970 Agreement also provided that the cost for
such services performed by the City be reimbursed by the Agency when funds are
available to do so. Id. Sections 202, 203.

* The Agreement for Reimbursement has been identified as Agency debt on the
Statement of Indebtedness. (See Agency Resolution No. R- 2092 { H)

HOA915711.2
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In 1972, the Agency and City agreed to amend the 1970
Agreement and formalized the “First Amendment” by Agency Resolution R-40
and City Council Resolution No. 16,223. The First Amendment made minor
changes to section 202 of the 1970 Agreement, putting in place a requirement that
the City and Agency agree on the sum of any reimbursement for services. The
parties further amended the 1970 Agreement in 1985 by Agency Resolution
No. R-1350 and City Council Resolution No. 21,479. The “Second Amendment”
further delineated and specified the types of services the City agreed to provide
and the funding obligations the City agreed to undertake. The Second
Amendment also included a more specific method of reimbursement with respect
to tax allocations that was absent from the original 1970 Agreement.

In 2003, the Agency adopted Resolution No. R-2092 in what
ostensibly is an omnibus affirmation of debts owed to the City. In addition to
affirmation of certain debts, R-2092 also amended the 1970 Agreement for the
third time. This “Third Amendment” made two important changes to the 1970
Agreement for purposes of this analysis. First, the Third Amendment expressly
made the 1970 Agreement effective only for as long as the Agency is “active and
a legal entity.” Second, the Third Amendment includes an order of precedence
clause that gives priority to the Third Amendment over the 1970 Agreement and
any prior Amendments thereto.

The 1970 Agreement is identified on the January through June
2012 ROPS as Item 15, but does not appear to be listed on the July through
December ROPS approved by the DOF. This may be due to once-yearly
payments.

_ While the Third Amendment arguably resolves the question of
enforceability of the 1970 Agreement because the Agency is no longer active, for
purposes of exhaustive analysis, we will assume the Third Amendment is not
necessarily dispositive on this issue and continue with the analysis.®

The 1970 Agreement is between the City and the Agency, and as a
result is unenforceable under section 34171(d)(2) because neither exception for
city/agency contracts applies. First, while the 1970 Agreement might be
considered “evidence of indebtedness,” especially as amended, the debt was not
issued to a third-party investor or bondholder as required by subsection (¢).
Second, even if the 1970 Agreement could be considered an indebtedness
obligation, the 1970 Agreement’s sole purpose is not to secure or repay any such

¢ We were provided Agency Resolution No. R-2092. It appears the City also passed a
coinciding Resolution No. 26,623 fo approve the Third Amendment, but we have not yet
confirmed the terms of this resolution and its contents will not alter this analysis.

HOA.915711.2
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indebtedness. Instead, the primary purpose of the 1970 Agreement is to establish
certain City-Agency relationships and service agreements. Thus, this exception to
section 3417(d)(2) cannot be deemed to apply to the 1970 Agreement.

The second exception related to RDA loan agreements requires an
agreement to be both (&) a loan and (b) entered into within two years of the
creation of the Agency. Section 34171(d)(2). Here, while the 1970 Agreement
was entered into contemporaneously with the formation of the Agency, it was not
a loan agreement and has apparently never been modified into a loan agreement.
Accordingly, the second exception excluding city/agency contracts as enforceable
obligations likewise does not apply to the 1970 Agreement.

The Legislature expressly excluded agreements, contracts, and
arrangements between RDAs and their respective city or county creators from the
list of enforceable obligations.” The 1970 Agreement is a service and
reimbursement arrangement between an RDA and the city that created it and no
applicable exception applies. In addition to the above analysis, and assuming the
Third Amendment was agreed to by the City, it is clear that the 1970 Agreement
would be enforceable only as long as the Agency remains a legal entity. As the
Agency has been formally dissolved and no longer exists, the 1970 Agreement, by
its own terms, is no longer enforceable. Therefore, the 1970 Agreement is not an
enforceable obligation on grounds related to both section 34171(d)(2) and the
terms of the Third Amendment.

B. West Olive R 1 Project Prpm Note

On December 31, 1985, the Agency executed a promissory note
(“West Olive Note”) in favor of the City for a total sum of $232,875. The terms
- of the West Olive Note included a principal sum of $225,000 to be repaid with an
interest rate of seven percent, and a principal sum of $7,875 to be repaid without
interest. The execution of the West Olive Note was authorized by Agency
resolution R-1352, dated December 23, 1985.

On December 23, 2003, the Agency reaffirmed this debt to the
City in Resolution No. 2092. In March 2011, the Agency passed Resolution
No. R-2246, which among other things, reaffirmed the debt owed by the Agency
to the City vis-a-vis the West Olive Note. See R-2246 § B3. Pursuant to terms of
R-2246, the Agency agreed to pay the City all amounts owed beginning either
when the redevelopment plan was no longer effective or when the redevelopment

7 Section 34173(h), as amended by AB 1484, allows cities to make new loans to
successor agencies. It does not, however, validate loans between cities and former RDA that
predated the dissolution of the RDA.

«HOA915711.2
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plan terminates by legislative action. R-2246, Exhibit A § 1. The West Olive
Note is listed as Item 16 on the January through June 2012 ROPS with an
outstanding obligation of $232,875.

The West Olive Note is between the City and the Agency, and asa
result is unenforceable under section 34171(d)(2) because neither exception for
city/agency contracts applies. Here, the West Olive Note is not issued to a third-
party investor or bondholder as required by subsection (e). Instead, the West
Olive Note is in favor of the City and there is no indication that it is related to a
third-party investor or bondholder. Thus, this exception cannot be deemed to
apply.

_ The second exception related to RDA loans requires the loan to
have been entered into within two years of the creation of the Agency. Section
34171(d)(2). While the West Olive Note memorializes a loan, it was not entered

into until 19835, or fifteen years after the Agency was created. Accordingly, the
second exception likewise does not apply to the West Olive Note. Accordingly,
the West Olive Note is not an enforceable obligation pursuant to Health & Safety
Code section 34171(d)(2).

C..  Cooperation and Reimbursement Agreement for South
rmando Redevelopment Project

- On February 23, 1998, the City and Agency entered into the
Cooperation and Reimbursement Agreement for South San Fernando
Redevelopment Projects/Programs of the 1997-1998 Fiscal Year By and Between
the City of Burbank and the Burbank Redevelopment Agency (“Cooperation
Agreement”). The Cooperation Agreement is for the reimbursement of a loan of
$191,380.55 provided by the City to the Agency. The City approved the
Cooperation Agreement on February 10, 1998, by adopting Resolution
No. 25,232. The loan appeared on the January through June 2012 ROPS as Item
17, however, it does not appear to be listed on the July through December 2012
ROPS approved by the DOF. This may be due to once-yearly payments.

On March 15, 2011, the Agency adopted Resolution No, R-2246
(“Resolution”) to address the future of sums owed to the City by the Agency.
Recognizing that the Agency may cease to exist due to legislative action, the
Resolution amended the schedulé of payments for loans made by the City to the
Agency. The loan acknowledged in the Cooperation Agreement was among the
loans amended by the Resolution. Specifically, the Resolution adopted a ten-year
payment schedule of ten equal annual payments commencing on the date that the
Legislature terminated the Agency. The Resolution makes no other changes to
the Cooperation Agreement.

HOA 9157112
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The Cooperation Agreement is between the City and the Agency,
and as a result is unenforceable under section 34171(d)(2) because neither
exception for city/agency contracts applies. The first exception does not apply
because the Cooperation Agreement was not entered into to pay an indebtedness
obligation recognized by statute. The Cooperation Agreement contemplates no
debt issued to a third-party investor or bondholder as required by sub-section
34171(e). The Cooperation Agreement formalizes repayment of indebtedness to
the City, which is not a third party. The first exception therefore does not apply.

The second exception also does not apply because the Cooperation
Agreement was entered into decades after the formation of the Agency. The City
formed the Agency in 1970, and entered into the Cooperation Agreement in 1998,

Further, the Resolution amending the Cooperation Agreement
did not make the Cooperation Agreement enforceable. Despite altering the
repayment schedule, the loan remains one from the City to the Agency. In
- addition, the Agency adopted the Resolution on March 15,2011, To the
extent that the Resolution may be considered a new contract, it was entered
into after December 31, 2010, the cutoff date for enforceable obligations
between RDAs and cities. See Health & Safety Code section 34171(d)(2).

The Cooperation Agreement is a formal adoption of a repayment
schedule between the Agency and City to repay a loan made by the City to the
Agency. The Resolution only changes the repayment schedule, not the
unenforceable nature of the Cooperation Agreement. The Cooperation
Agreement does not fall within the statutory exceptions for enforceable
agreements between RDAs and cities and is therefore not an enforceable
obligation. .

D. Sales Tax Cooperation Agreemen

In 1998, the Agency and City entered into a Sales Tax Cooperation
Agreement (“Sales Agreement”) whereby the City agreed to annually consider
certain advancements of tax proceeds to assist the Agency in making payments to
a third-party investor pursuant to a separate agreement.® As part of the Sales
Agreement, the City would consider reimbursing the Agency for payments made

* The Agency apparently entered into a Disposition and Development Agreement dated
November 15, 1989, with Haagen Burbank Partnership, a California general parmership. We do
not have a copy of the Haagen agreement and this memorandum does not consider the effect it
may have on the ABx1 26 analysis. We also do not have the City or Agency resolutions
approving the original Agreement. For purposes of this analysis we presumne the Agreement was
properly adopted.

HOA915711.2.
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to the third-party investor and the Agency, in turn, agreed to reimburse the City
for any tax advance payments actually made. The parties memorialized the
Agency’s reimbursement obligations by way of a promissory note attached to the
Sales Agreement. The Agency agreed to reimburse the City for the ptincipal
amount of all advances made pursuant to the Sales Agreement with interest at a
rate of six percent per annum. The Sales Agreement appears on the January
through June 2012 ROPS as Item 18 with a total outstanding obligation of
$12,656,114.04, however, it does not appear to be listed on the July through
December 2012 ROPS approved by the DOF.

In March 2011, the Agency passed Resolution No. R-2246, which
among other things, reaffirmed the debt owed by the Agency to the City vis-a-vis
the Sales Agreement. See R-2246 § B6. As of March 2011, the Agency
calculated the debt owing on the Sales Agreement and promissory note to be
$11,536,000. Id Pursuant to the terms of R-2246, the Agency agreed to pay the
City all amounts owed beginning either when the redevelopment plan was no
longer effective or when the redevelopment plan terminates by legislative action.
R-2246, Exhibit A 1.

' The Sales Agreement is between the City and the Agency, and as a
result is unenforceable under section 34171(d)(2) because neither exception for
city/agency contracts applies. The first exception related to indebtedness
obligations does not apply because section 34171(d)(2) requires the agreement to
be “entered into . . . at the time of issuance of the indebtedness obligations.”
Here, the Sales Agreement was entered into no less than five years after the final
implementation agreement between the Agency and the third-party investor. See
Sales Agreement at p. 1 § B. Thus, this exception cannot be deemed to apply.

Further, the Sales Agreement does not contemplate an
indebtedness obligation as defined by section 34171(e). Although the Sales
Agreement includes a promlssory note, the sole purpose of which is to repay a
debt obligation, the note is not issued to a third-party investor or bondholder as
required by subsection (e) Instead, the note is in favor of the City. For this
additional reason, the exception should not apply.

° While it is true that the Agreement references a third-party investor, the payment
obligation in question is from the Agency to the City and thus there is no third-party beneficiary
concermn. In other words if the Agency payment in question was to be used to reimburse the third-
party investor an argument can be made that the exceptwn would apply under a third-party

beneficiary theory, Here, however, the payment in question is a relmbursement to the City and
will not ultimately be paid to any third-party.

HOA.915711.2
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The Sales Agreement does not satisfy the second exception set
forth in section 34171(d)(2) because it was not entered into until 1998, twenty-
eight years after the Agency was created.

The Sales Agreement is a sales tax cooperation and reimbursement
arrangement between an RDA and the city that created it, and no applicable
exception applies. Therefore, it is not an enforceable obligation.

E. City Centre Redevelopment Project Promissory Note

On December 31, 1985, the Agency executed a promissory note
(“City Centre Note™) in favor of the City for a total sum of $54,403,000. The
execution of the City Centre Note was authorized by Agency resolution R-1351,
dated December 23, 1985. The terms of the promissory City Centre Note
included repayment by the Agency of previous advances made totaling
$46,603,000, as well as $7,800,000 in future advances with no interest bearing on
the debt. The City Centre Note appears on the January through June 2012 ROPS
as Item 19 with a total outstanding obligation of $33,234,957, and as Item 16 on
the July through December 2012 ROPS approved by the DOF, although the total
outstanding amount is reported as $26,864,626.43.

In March 2011, the Agency passed Resolution No, R-2246, which
among other things, reaffirmed the debt owed by the Agency to the City vis-a-vis
the City Centre Note. See R-2246 § B2. As of March 2011, the Agency
calculated the debt owing on the City Centre Note to be $49,602,000. /d.
Pursuant to terms of R-2246, the Agency agreed to pay the City all amounts owed
beginning either when the redevelopment plan was no longer effective or when
the redevelopment plan terminates by legislative action. R-2246, Exhibit A § 1.
Based on information received in the Draft ROPS, the total outstanding debt on
the City Centre Note is $33,234,957.

The City Centre Note is between the City and the Agency, and as a
result is unenforceable under section 34171(d)(2) because neither exception for
city/agency contracts applies. Here, the City Centre Note is not issued to a third-
party investor or bondholder as required by subsection (e), Instead, the City
Centre Note is in favor of the City and there is no indication that it is related to a
third-party investor or bondholder. Thus, this exception cannot be deemed to
apply to the City Centre Note. ‘

The second exception requires the loan to have been entered into
within two years of the creation of the Agency. Section 34171(d)(2). Here, while
the City Centre Note memorializes a loan, it was not entered into until 1985,
fifteen years after the Agency was created. Accordingly, the second exception
does not apply. ; o

HOA9157112
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The City Centre Note memorializes debt stemming from an
arrangement between an RDA and the City that created it, and no applicable
exception applies. Therefore, the City Centre Note is not an enforceable
obligation pursuant to section 34171(d)(2).

F. 1989 H. N

On November 15, 1989 the Agency executed a promissory note
(“1989 Note”) in favor of Haagen'’, for a total sum of $18,500,000. The 1989
Note was made pursuant to, and the borrower’s obligation is subject to, a
Disposition and Development Agreement (“DDA”) dated November 15, 1989,
between Haagen and the Agency for development of the City Centre
Redevelopment Project. See 1998 Sales Tax Agreement, p. 1 B (referencing
same). The terms of the 1989 Note included repayment by the Agency to Haagen
the sum of $18,000,000 for costs associated with Phase 2 of the project. See 1989
- Note, p. 1 1. Item 17 on the July through December 2012 ROPS approved by
- the DOF indicates a total outstanding obligation of $9,289,336.

The 1989 Note appears to have been approved by the Agency in
the lawful development of the City Centre Redevelopment Project. Haagen, as
developet/lender, appears to have financed certain portions of Phase 2 of the
Project and this 1989 Note secks reimbursement for such costs. This is consistent
with the lawful purpose of a redevelopment project and thus, this 1989 Note
would be enforceable under either section 34171(d)(1)(B) or (E) See Health &
Safety Code, section 3300 ef seq.

G. 1990 Haagen Promissory Note

On December 6, 1990, the Agency executed a promissory note
(1990 Note”) in favor of Haagen for a total sum of $33,000,000. The 1990 Note
is subject to the December 6, 1990, “First Implementation Agreement” amending
the DDA between Haagen and the Agency for the development of the City
Centre Redevelopment Project. See 1998 Sales Tax Agreement, p. 1 B
(referencing same); 1990 Note, p. 1 Preamble. The terms of the 1990 Note
included repayment by the Agency to Haagen the sum of $33,000,000, at ten
percent interest, for costs associated with the purchase price of the “Bullock’s

° In 1993, Haagen-Burbank Partners assigned its rights and obligations under the
agreement to Alexander Haagen Properties Operating Partnership, L.P., a California Limited
Partnership.

"' The DDA was amended at least three times by Implementation Agreements in 1990,
1993 and 1994,
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Store.” See 1990 Note, p. 1 § 1. Item 18 on the July through December ROPS
approved by the DOF indicates the total outstanding obligation on the 1990 Note
is $2,107,076.

The 1990 Note appears to have been approved by the Agency in
the lawful development of the City Centre Redevelopment Project. Haagen, as
developer/lender, appears to have financed certain portions of Phase 2 of the
Project and this 1990 Note seeks reimbursement for such costs. This is consistent
with the lawful purpose of a redevelopment project and thus this 1990 Note would
be enforceable under either section 34171(d)(1)}(B) or (E). See Health & Safety
Code, section 3300 ef segq.

H. 1 Catalina Affordable Housin ment

On May 12, 2011, the Agency entered into the Affordable Housing
Agreement (“2011 AHA”) with the Burbank Housing Corporation
(“Corporation”) for property located on Catalina Street. The 2011 AHA sets out
the terms of a loan from the Agency to the Corporation for the purpose of land
acquisition and construction of low-income housing by the Corporation.
Specifically, the Agency agreed to loan the Corporation $9,298,200 from the Low
and Moderate Income Housing Fund (“Fund”) to be repald over fifty-five years at
three percent interest.

The 2011 AHA contains seven exhibits, including a Legal
Description of the real property that is the subject of the 2011 AHA, a Master
Loan Agreement Amendment No. 5, a Promissory Note, a Deed of Trust with
Assignment of Rents, a Regulatory Agreement, a Scope of Work, and a Schedule
of Performance. The Master Loan Agreement Amendment No. 5 amends the
Master Loan Agreement entered into on March 21, 2006 by the Corporation, the
City, and the Agency. It increases the balance of the overall debt owed by the
Corporation to the Agency. It also adds a successor clause, stating that in'the
event that the Agency no longer exists as a public body, the City is designated as
the successor. The Agency ratified the 2011 AHA with Resolution No. R-2251
on May 10, 2011,

The 2011 AHA is listed on the July through December 2012 ROPS
approved by the DOF as Item No. 19, with a total of $4,346,506.20 outstanding to
the Corporation. The 2011 AHA does not detail the schedule of payments agreed
to between the Agency and the Corporation (either to or from).. The City has
provided additional supporting documentation which indicates that the
Corporation is adequately meeting its obligations under the terms of the 2011
AHA.

HOA9157112
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The nature of the 2011 AHA calis for an analysis of two different
subdivisions of section 34171(d)(1): subdivision (E), dealing with legally binding
contracts, and subdivision (G), dealing with payments owing to the Fund.

Section 34171(d)(1)(E)

The 2011 AHA appears enforceable under section 34171(d)(1)(E),
which allows for the enforcement of “any legally binding and enforceable
agreement or contract that is not otherwise void as violating the debt limit or
public policy.” The loan contemplated by the 2011 AHA is made to a third-party
for the purchase and development of real property. It generally specifies the
terms of the loan and the duties to be performed by the borrower (the
Corporation). Further, based on publicly available materials (including photos of
the dilapidated units to be renovated) the object of the 2011 AHA is a genuine one
that serves a public need for safe and sanitary low-income housing. In that
- regard, it should be noted that ABx1 26 expressly favors housing agreements and,
in certain respects, treats them differently. See section 31471(d)(3) (voiding most
contracts “to perform services or provide funding for governmental or private
services or capital projects outside of redevelopment project areas that do not
provide benefit to the redevelopment project,” but expressly stating “such
contracts or agreements for the provision of housing properly authorized under
Part 1 (commencing with Section 33000) shall not be deemed void”).

The Exception under Section 34171(d)(1)(G) does not
necessarily apply to futare lending obligations

For purposes here, it is important to distinguish between amounts
lent from the Housing Fund (which must be repaid by the Corporation), and
amounts the Corporation may yet borrow.

As to the former, the Agency apparently made the loan to the
Corporation using monies from the Fund and, unless the 2011 AHA is
unenforceable, any future loans would be based on Fund monies, too. Any
repayments owing (either of amounts already lent or of additional disbursements)
should be enforceable obligations under section 34171(d)(1)(G), upon approval of
the repayment schedule by the oversight board.

As to the latter circumstance, because the future obligation to
distribute money pursuant to a loan is not an amount previously “borrowed”
from the Fund, and because the 2011 AHA did not involve a payment owing to
the Fund, future loans under the 2011 AHA are likely not enforceable under
section 34171(d)(1)(G) - even though monies would come from the Fund if the
2011 AHA were itself enforceable. Rather, it is more likely that this category
of enforceable obligations refers to an agency’s responsibility to repay the
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Fund for amounts borrowed or revenue payments owing, but deferred, under
section 33338.8.

Accordingly, the 2011 AHA appears to be an enforceable
obligation; however, it is unclear whether the Housing Fund exception applies to
monies not yet lent. This obligation was not challenged by the DOF.

I. 2010 Catalina Affordable Housin: €]

On December 10, 2010, the Agency entered into the Affordable
Housmg Agreement (“2010 AHA”) with the Housing Corporation
(“Corporation”) for property located on Catalina Street. The 2010 AHA sets out
the terms of loans from the Agency and the City to the Corporation for the
purpose of land acquisition and construction of low-income housing by the
Corporation, Specifically, the Agency agreed to loan the Corporation $923,800
from the Fund to be repaid over fifty-five years at three percent interest.

‘The 2010 AHA contains four exhibits, including a Legal
Description of the real property that is the subject of the 2010 AHA, Promissory
Notes with the Agency and the City, a Deed of Trust with Assignment of Rents,
and a Regulatory Agreement. The Agency ratified the 2010 AHA with
Resolution No. R-2240 on December 7, 2010.

The 2010 AHA appears as Item 23 on the January through June
2012 ROPS with an outstanding obligation of $453,865.22. The 2010 AHA does
not detail the schedule of payments agreed to between the Agency and the
Corporation(either to or from). The City has provided additional supporting
documentation which indicates that the Corporation is adequately meeting its
obligations under the terms of the 2010 AHA.

Here, the nature of the 2010 AHA calls for an analysis of two
different subdivisions of section 34171(d)(1): subdivision (E), dealing with
legally binding contracts, and subdivision (G), dealing with payments owing to
the Fund. The facts and analysis are substantially similar to the discussion set
forth in section H above.

Accordmgly, the 2010 AHA appears to be an enforceable:
obligation, however, it is unclear whether the Housing Fund exception applies to
monies not yet lent. This obligation was not challenged by the DOF.

J.  BurbankH ation Developer F
Between 2007 and 2011, the Agency entered into a series of

Affordable Housing Agreements (“AHAs”) with the Corporation for the purchase,
rehabilitation, and management of low and moderate-income housing units. Each
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AHA included in its costs a “Developer Fee” to be paid to the Corporation. By
the terms of the AHAS, the Developer Fee was to be disbursed over a period of
five to six years at the discretion of the Agency. The obligation to pay the
Developer Fee is subject to completion of the conditions precedent for
disbursement of the loans contemplated by the AHAs.

The ROPS lists a total of $1,195,353.50 outstanding in Developer
Fees to the Corporation as of June 31, 2012. In support of this amount, the City
posted to its website the supporting documents for the following AHAs:

Subject of Affordable Housing | Date Developer Fee
| Agreement

2219 and 2329 Niagara 1/25/2007 $262,110.00
2406 Naomi 11/20/2008 | $190,000.00
275 Verdugo 1/9/2009 $844,000.00
2615 Thornton 10/2/2009 $201,900.00
225 Linden 8/20/2010 $238,200.00
2234 Catalina 12/9/2010 $254,300.00
New Catalina Development 5/12/2011 $445,400.00
313 and 427 Valencia .| 2/21/12006 none

In total, the Agency agreed to pay $2,435,910 in Developer Fees.

The Developer Fees appear to be enforceable under section

34171(d)(1), which allows for the enforcement of “any legally binding and
enforceable agreement or contract that is not otherwise void as violating the debt
limit or public policy.” The AHAs are between the Agency and the Corporation,
a third-party, in consideration for the services provided by the Corporation in
purchasing, rehabilitating, and maintaining the low and moderate income housing.
The City has provided additional supporting documentation which indicates that
the Corporation continues to satisfy the conditions required for receipt of each
Developer Fee, and establishes the current status of payments. However, there
appears to be a discrepancy in the total amount owed to the Corporation as
reported on the ROPS.

JWW:SC:er
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Attachment F

EDMUND G. BROWN JR. » GOVERNOR
913 L STREET B BACRAMENTO CA B 958 14-3706 B www.DOF.CA.00v

May 30, 2012

Ruth Davidson-Guerra, Assistant Community Development Director
City of Burbank '

160 North Third Street

Burbank, CA 91502

Dear Ms. Davidson-Guerra:
Subject: Recognized Obligation Payment Schedule Approval Letter

Pursuant to Health and Safety Code (HSC) section 34177 (1) (2) (C), the City of Burbank
Successor Agency submitted Recognized Obligation Payment Schedules (ROPS) to the
California Department of Finance (Finance) on May 16, 2012, for the period January to June
2012 and July to December 2012. Finance is assuming oversight board approval. Finance has
completed its review of your ROPS which may have included obtaining clarification for various
items. Based on our review, we are approving all of the items listed on your ROPS at this time.

This is our determination with respect to any items funded from the Redevelopment Property
Tax Trust Fund for the June 1, 2012 property tax allocations. In addition, items not questioned
during this review are subject to subsequent review if they are included on a future ROPS. If an
item included on a future ROPS is not an enforceable obligation, Finance reserves the right to
remove that item from the future ROPS, even if it was not removed from the preceding ROPS.

Please refer to Exhibit 12 at http: of.ca.gov/assembly bills 26-27/view.php for the
amount of Redevelolpment Property Tax Trust Fund (RPTTF) that was approved by Finance.

As you are aware the amount of available RPTTF is the same as the property tax increment that
was available prior to ABx1 26. This amount is not and never was an unlimited funding source.
Therefore as a practical matter, the ability to fund the items on the ROPS with property tax is
limited to the amount of funding available in the RPTTF.

Please direct inquiries to Robert Scott, Supervisor or Jenny DeAngslis, Lead Analyst at (916)
322-2985.

Sincerely,
S ltad AV
MARK HILL

Program Budget Manager

cc:  Kiristina Burns, Program Specialist Ill, Auditor-Controller, Los Angeles County



Burbank ROPS approval letter.docx
rdavidson@ci.burbank.ca.us

kbur, auditor.lacounty.gov



CITY OF BURBANK Attachment G
OFFICE OF THE CITY ATTORNEY

275 East Olive Avenue *» P.O. Box 6459 * Burbank, California 91510-6459
818.238.5700 + 818.238.5724 FAX

September 12, 2012

Ms. Wendy L. Watanabe
Auditor-Controller
County of Los Angeles Department of Auditor-Controller

Dear Ms. Watanabe:

The purpose of this letter is to respond to a memo dated September 11, 2012 to you
from Judy W. Whitehurst, Assistant County Counsel, concerning legal analysis of
Burbank ROPS (County Counsel memo). It is our understanding that Ms. Whitehurst's
memo is a supplement to the agreed-upon procedures audit (Audit) conducted pursuant
to Health & Safety Code Section 34182. It is further our understanding that this
response will be included with the Audit that is forwarded to the state and others.

First, Burbank is very appreciative of the professionalism of your staff and their
willingness to work cooperatively with us as the Audit was conducted and finalized. We
also appreciate your willingness to include our response with submission of the Audit.

The County Counsel memo analyses 10 agreements of the former Redevelopment
Agency of the City of Burbank (Agency) listed on Burbank’s ROPS to see whether these
agreements meet the definition of an enforceable obligation under ABx1 26. This letter
also analyses these same agreements.

Agency Debt (specifically agreements no. 1-5 of the Findings)

County Counsel's memo concludes that the original agreement between City of
Burbank (City) and Agency and all of Agency’s debt to City listed in said memo are not
enforceable obligations. Burbank wholeheartedly disagrees with this conclusion.
County Counsel concludes that Health & Safety Code' Section 341712 (d)(2) does not
apply to the loans between City and Agency. Section 34171 (d)(2) provides:

“For purposes of this part, “enforceable obligation” does not include any agreements,
contracts, or arrangements between the city...that created the redevelopment agency
and the former redevelopment agency...Notwithstanding this paragraph, loan
agreements entered into between the redevelopment agency and the city...that created

' All statutory references are to Health & Safety Code unless otherwise stated.

? §34171 defines enforceable obligations.



it, within two years of the date of creation of the redevelopment agency, may be
deemed to be enforceable obligations.”

And Section 34178, concerning which prior agreements are invalid and not binding on a
successor agency; has an exception as follows:

“(b) Notwithstanding subdivision (a), any of the following agreements are not invalid and
may bind the successor agency:

(2) A written agreement between a redevelopment agency and the city... that created it
that provided loans or other startup funds for the redevelopment agency that were
entered into within two years of the formation of the redevelopment agency.”

The basic disagreement concerns the interpretation of these statutory provisions.
County Counsel's opinion is that any loans from City to Agency had to be made within
two years of the formation of the Agency for the loan to be valid. City interprets these
statutes to require that the loan agreement(s) be in place within two years of the
Agency's formation, but that the actual disbursement or advancement of funds may be
later in time, which is the case with Burbank.

The City and Agency entered into an agreement dated September 29, 1970 titled:
“Agreement between the City of Burbank and the Redevelopment Agency of the City of
Burbank Establishing Certain City-Agency Relations (1970 Agreement). 1970
Agreement was amended in 1972, 1985 and finally in 2003. The 1970 Agreement as
amended from time to time governed the relationship between the two entities. It was
the authority for the City to advance services, facilities, personnel and money to the
Agency and this Agreement consistently was reported on Agency’s annual statement of
indebtedness.

Further, the 1970 Agreement clearly identifies that it will also be the “loan agreement”.
Section 502 provides: “The City will establish an Agency administrative fund with money
appropriated and paid to the Agency as a loan to be repaid upon such terms and
conditions as the City Council may provide” and Section 503 states, “The City will, if
appropriate, establish a redevelopment revolving fund.” The City did establish this
redevelopment revolving fund, identified in some resolutions initially as Fund 46. Again,
the concept was cooperation for the life of the Project Areas, and a revolving fund is a
fund or account whose income remains available to finance its continuing operations
without any fiscal year limitation. Revolving Funds were initially set up by Project Area
(see for example, Resolution No.16,510 (attached hereto) adopted on August 7, 1973,
which established the City Centre Revolving Fund but did not involve any new Agency
agreement). The fund establishment was solely a City function, and pursuant to the
1970 Agreement.

The City lent Agency money pursuant to this agreement. For example, prior to 1985, the
City would from time to time appropriate and transfer City funds to the Redevelopment
Agency simply by adopting a resolution authorizing budget transfers (e.g. Resolution
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No.17,363 adopted on November 4, 1975 authorized a City transfer of $1,000,000 to
the City Center Redevelopment Revolving Fund,; Resolution No. 19,379 adopted on
August 12, 1980 authorized an “advance of funds” “from Fund 46, the Redevelopment
Revolving Fund” amounting to $3,000,000; Resolution No. 19,211 adopted on April 22,
1980, authorized an advance of funds of $250,000; Resolution No. 19,590 adopted on
January 20, 1981 authorized an “advance of funds” of $2,500,000; Resolution No.
19,717 ad opted on April 28,1981 authorized “funding an advance” of $5,000,000).
Copies of these Resolutions are attached.

On December 23, 1985 City and Agency amended 1970 Agreement by revising the
definition of “Services to be Provided” under 1970 Agreement. This amendment
expanded the definition to clearly include the advancement of funds to carry out specific
redevelopment purposes that were fairly all encompassing, as well as other revisions.
This Second Amendment clarified that the City had been and would continue to
advance funds to the Agency pursuant to the original 1970 Agreement. The intent of
the Second Amendment was explained in the accompanying staff report. Namely, to
further articulate the indebtedness established by the 1970 Agreement. (A copy of Staff
Report is attached). Also on December 23, 1985 Agency adopted a resolution
acknowledging the prior advancement of funds from City for the West Olive
Redevelopment Project and approved the execution of a promissory note thereof. (A
copy of this Resolution is attached hereto.) After the 1985 amendment, the advances
were papered sometimes with promissory notes, other times with Cooperation
Agreements, but always with more than merely a resolution.

The 1970 Agreement was entered contemporaneously with the formation of the Agency
and is clearly a loan agreement. 1970 Agreement, as well as its amendments provided
the vehicle by which City lent Agency money for redevelopment purposes. In total
Agency debt to City is $27,075,001.43, as reported on ROPS 3> These loans are
enforceable obligations pursuant to Section 34171 (d)(2).

Furthermore, County Counsel concludes that the 1970 Agreement by its own terms
expired once the Agency was dissolved based on the Third Amendment. The Third
Amendment provided that the 1970 Agreement, as amended, was “intended to be
effective so long as the Redevelopment Agency of the City of Burbank is active and a
legal entity”. Further, as mentioned in Recital | of Agency Resolution No. 2092, which
approved the Third Amendment, the parties “desire to amend the Agreement, to reflect
a term which is intended to be applicable as long as the Redevelopment Agency Board
is active and a legal entity”. Once the Agency was dissolved based on AB x1 26, the
Successor Agency then stepped into the shoes of Agency and assumed Agency's
obligations under 1970 Agreement. As reported by County Counsel, the 1970

% Agency debt to City has been reduced since January 2011 by loan repayments, as well as the transfer
of real property from Agency to City whereby City reduced debt owed to it by Agency by value of said
properties. As noted in Burbank's ROPS, if these real property transfers and/or loan repayments are set
aside, then the amount of Agency debt will increase.
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Agreement was only listed on ROPS 1 and not ROPS 2 and not ROPS 3. That is
because the administrative cost of Successor Agency are now covered by the
Administrative budget under the ROPS. The 1970 Agreement, however, does still
remain on the ROPS, but only in the description of the City/Agency debt.

1998 Sales Tax Cooperation Agreement (specifically item no. 4 of the Findings)

Sale Tax Cooperation Agreement (Sales Tax Agreement) is an enforceable obligation
under §34171 (d) (2), as explained above and below, as well as 34171 (e). Another part
of §34171 (d) (2) provides that an enforceable obligation also includes “written
agreements entered into (A) at the time of issuance, but in no event later than
December 31, 2010, of indebtedness obligations, and (B) solely for the purpose of
securing or repaying those indebtedness obligations may be deemed enforceable
obligations for purposes of this part.” §34171 (e) provides that “Indebtedness obligations
means bonds, notes, certificates of participation, or other evidence of indebtedness,
issued or delivered by the redevelopment agency to third-party investors or bondholders
to finance or refinance redevelopment projects undertaken by the redevelopment
agency...".

This Sales Tax Agreement benefited Haagen, the mall Developer, and has relied upon it
as well as other investors, as evidenced by an June 2, 2006 estoppel certificate issued
by the Agency to Haagen'’s lender, an investor in the mall. (attached) This reliance is no
different than the reliance which occurred on the individual notes. The reference to the
Sales Tax Agreement in the estoppel certificate identifies it as that document
mentioned in 11.1 of the Second Implementation Agreement (a copy of that
Implementation Agreement is provided?). Reliance on all of the Notes as well as the
Sales Tax Agreement by third party investors has continuously occurred. Therefore, the
Sales Tax Agreement is an enforceable obligation under §34171(e).

The City involvement in the success of the mall further illustrates the continued
cooperative efforts between the City and the Agency in the financing of redevelopment,
and as such the Cooperation Agreement is also an enforceable obligation since the
agreement relates back and implements the 1970 Loan Agreement.

Effect of Agency Resolution No. R-2246

Disagreement in the characterization of the Agency Resolution No. R-2246 adopted on
March 11, 2012 exists. The audit more than once considers this resolution to create
new contractual obligations between the City and the Agency, and as such it was
beyond the “cut off date for enforceable obligations”. The resolution did not create new
indebtedness; it merely articulated a reasonable payment schedule over a ten year
term, which is consistent with Redevelopment Law limited receipt of tax increment for

* Al of the documents pertaining to the mall can be found at
-http://www.burbankca.org/housingandeconomicdevelopment/sa/board. htm!

Hard copies have been provided as well.



ten years after a project area ended to repay debt. The resolution did not do anything
inconsistent with the law in place on March, 2011, or with AB 26 1X.

Housing Agreements:

Within the legal analysis of both the 2011 Catalina Affordable Housing Agreement
(AHA) (Section H), and the 2010 Catalina AHA (Section ), mention is made on the lack
of clarity as to “whether the Housing Fund exception applies to monies not yet lent”; and
Section 34171 is referenced. For clarification, neither the 2010 nor 2011 AHAs
contemplate future loans. Both projects were “pre-existing”, approved projects prior to
June 29, 2011 and both AHAs included the full and total amount of loan funds. Any
future disbursement related to the 2011 project (the 2010 project is complete) will be
made from pre-existing loan funds approved before June 29, 2011.

As to Finding No. 8, the following explanation and documentation is being provided.
Included in Analysis J, specifically Page 14, a table of approved Burbank Housing
Corporation (BHC) Developer Fees is provided, and are accurate amounts. Also as
mentioned, the ROPS lists a total of $1,195,353.50 in outstanding BHC Development
Fees as of June 31, 2012. It appears that the “discrepancy” noted on Page 14 is the
result of a “connection” to the Developer Fee for 2219 and 2329 Niagara, which had
been satisfied in full prior to ROPS-I. We therefore did not include it on the Developer
Fee payment matrix, which was provided to County staff on September 5, 2012.
Therefore, we have prepared a revised matrix, which includes the Niagara fee and the
past payment information, which now ties to the original amount listed in the AHA.
(attached). As a side note, the ROPS are estimates based on the AHAs and project
costs known at the time of preparation of the ROPS. The amounts that appear on the
revised Developer Fee payment matrix include actual amounts paid, plus projected
estimates, which are solidified for all completed projects. The only uncontrollable
variable would be 2223-2235 Catalina, which could come in under budget and therefore
provide a reduced Developer Fee. However, project completion is still several months
away and in the meantime the City will use anticipated payment amounts equal to 20
percent of the total approved Developer Fee for that project.

In addition to providing copies of the AHAs, we are providing supportive documentation
for 225 Linden and 2234 Catalina. Inasmuch as the AHAs and associated approval
Resolutions provide Developer Fee amounts based on total project costs, the actual
Developer Fees for these two specific properties were reduced, due to lower, final
project costs. While these two reduced figures were footnoted on the September 5"
matrix, we did not provide the final correspondence from BHC to the Burbank Housing
Authority (the Successor Housing Agency), which explained the project close-out costs.
We, therefore, are providing these letters as verification of the reduced project costs
thus supporting the final, reduced amount of Developer Fees for 225 Linden and 2234
Catalina.



Conclusion:

We again respectively request you to recognize the Agency debt as a valid enforceable
obligation because all of the Agency debt with the City related back to the 1970 loan
Agreement, which was in place within two years of the Agency's formation. The fact
that actual disbursements or advancement of funds occurred from time to time after that
agreement was signed should not preclude those disbursements from being repaid as
enforceable obligations. Furthermore, the Sales Tax Agreement is an enforceable
obligation since it was for the benefit of the Mall developer, an independent third party
investor. Lastly, as explained above the amount owed to the Burbank Housing
Authority as listed in the Payment Matrix is correct.

Respectfully,
Am ano
Ci orney

cc: Judy W. Whitehurst
Shahiedah S. Coates
Susan Linschoten



DOCUMENTS FOR RESPONSE TO THE AUDIT SEPT. 2012

DOCUMENT NAME RESOLUTION OR | DOCUMENT
RECORDING DATE
NUMBER
1. A Resolution of the Council of the City of Burbank authorizing | Reso. No. 04-22-80
an Advance of Funds to the Redevelopment Agency 19,211
2. A Resolution of the Council of the City of Burbank Authorizing | Reso. No. 08-12-80

an Advance of funds to the Burbank Redevelopment Agency 19,379
for the Purpose of Land Acquisition and Related Costs
Associated with the Disposition and Development Agreement
with Wilshire Diversified, Inc.

3. A Resolution of the Council of the City of Burbank authorizing | Reso. No. 01-20-81
an Advance of Funds to the Burbank Redevelopment Agency | 19,590
for the Purpose of Land Acquisition and Related Costs
Associated with the Disposition and Development Agreement
with Emest W. Hahn, Inc.

4. A Resolution of the Council of the City of Burbank Amending Reso. No. 04-28-81
the 1980-81 Annual Budget for the Purpose of Funding a City | 19,717
Advance to the Redevelopment Agency

5. Memo to Robert R. Ovrom, Executive Director/City Manager 12-17-85
Re: Second Amendment to an Agreement Between the City of
Burbank and the Redevelopment Agency Establishing Certain

City-Agency Relationships
6. A Resolution of the Redevelopment Agency of the City of Reso. No. 12-23-85
Burbank Authorizing the Execution of a Promissory Note R-1351

Evidencing Certain Advances of Funds from the City of
Burbank to the Redevelopment Agency of the City of Burbank
for the City Centre Redevelopment Project

& A Resolution of the Redevelopment Agency of the City of Reso. No. 12-23-85
Burbank authorizing the Execution of a Promissory Note R-1352
Evidencing Certain Advances of Funds from the City of
Burbank to the Redevelopment Agency of the City of Burbank
for the West Olive Redevelopment Project

8. Disposition and Development Agreement by and Between the | 89-1842285 11-15-89
Redevelopment Agency of the City of Burbank and Haagen-
Burbank Partnership

9. Promissory Note to Haagen-Burbank Partners - Phase 2 Loan 11-15-90

k:\rdalList of docs 09-12-12 ' Page 1



2234 N. Catalina Street

DOCUMENT NAME RESOLUTION OR | DOCUMENT
RECORDING DATE
NUMBER

10. | Promissory Note to Haagen-Burbank Partnership - Purchase 12-6-90
Money Note

11. | First Implementation Agreement 12-6-90

12. | Second Implementation Agreement 93-1913117 09-30-93

13. | Third Implementation Agreement 95-1932702 10-20-94

14. | Sales Tax Cooperation Agreement 02-23-98

15. | Disposition and Development Agreement - 313 W. Valencia 02-21-06
Ave. '

16. | Disposition and Development Agreement - 427 W. Valencia 02-21-06
Ave.

17. | Estoppel Certificate _ 06-2-06

18. | Affordable Housing Agreement - 2219 and 2329 N. Niagara St 01-25-07

19. | Affordable Housing Agreement - 2406 N. Naomi St. 11-20-08

20. | Affordable Housing Agreement - 275 W. Verdugo Avenue 01-09-09

21. | Affordable Housing Agreement - 2615 Thornton Avenue 10-02-09

22. | Affordable Housing Agreement - 225 W. Linden Avenue 08-20-10

23. | Affordable Housing Agreement - 2234 N. Catalina St. 12-09-10

24. | Affordable Housing Agreement - 2223, 2227, 2233 and 2235 05-12-11
N. Catalina St. (“New Catalina”)

25. | Letter from Burbank Housing Corp. re: Project Completion 03-20-12
Report for 225 W. Linden Avenue

26. | Letter from Burbank Housing Corp re: Project Completion for 08-27-12
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